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NATIONAL DAIRY MARKET AT A GLANCE

CHICAGO MERCANTILE EXCHANGE (CME) CASH MARKETS (V/14)
BUTTER: Grade AA closed at $1.6325. The weekly average for Grade AA is
$1.6075 (+.0258).

CHEESE: Barels closed at $1.6000 and blocks at $1.6300. The weekly
average for barrels is $1.5080 (+.0580) and blocks, $1.5685 (+.0820).

BUTTER: Butter markets are generaly steady, although the cash price
continues to firm. Cream offerings to butter producers across the country are
readily available. Some producers indicate that offerings are even heavier than
during the past holiday period. Stocks of butter remain quite low, although when
possible, surplus volumes are entering inventory programs. Imports were a
factor in meeting butter needs during 2004. Under quota, for the period January
— December 2004, nearly 15.2 million pounds of the nearly 15.4 million pound
quota entered the States. High tier or above quota volumes were substantially
higher than the previous year. During 2004, nearly 18.4 million pounds of high
tier butter entered the U.S. versus 348,000 pounds during all of 2003. Butter
demand is mixed. Some suppliers indicate that orders are typical for the period
after the holidays, while others state that orders are very active.

CHEESE: The cash cheese market is fully steady. Pricesfor both blocks
and barrels increased sharply at the Chicago Mercantile Exchange cash cheese
market this week. Natural cheese supplies are about in balance as buyers rebuild
working inventories and fill Super Bowl orders. Recent price increases will again
slow aging programs and may start to deplete some recent arrivals. Natura
interest varies from slow to moderate. Current cheese production is steady to
dlightly higher, reflecting milk receipts. 2004 licensed cheese imports total
276.0 million pounds, up 9.1 million pounds (3.4%) from 2003.

FLUID MILK: Milk production is steady in most parts of the country east
of the Rockies. California’'s milk production is showing some effects from
recent weather conditions. The southern part of the state had the heaviest rain
totals and farms there were experiencing the worst of the after effects. Mud
and standing water impacted milk output and tests. Conditions in the Central
Valley were not as severe and more dairies have covered free stalls that are not
affected as much by wet conditions. The fluid cream market remainsweak. Class
I milk sales are improved now that schools are back in session and bottlers are
back on a normal routine. However, most schools will be closed Monday,
January 17, for the observance of Martin Luther King Day. Cream offerings,
though in dlightly better balance, are long for current Class Il demand. Butter
makers are often full and some are reducing their paying price for cream.

DRY PRODUCTS: The NDM market continues to show signs of
firmness. Demand is improving in many quarters, production is slowing from
holiday levels, and less “government program” powder is coming on the
market. Some export sales continue, but reports indicate that the International
NDM market is not as firm as it has been, which may impact our domestic
market in coming months. The dry buttermilk market is mostly weak.
Production levels are heavy, demand is lackluster, and stocks are building. The
dry whey market is mostly steady. Production is steady in most parts of the
country and producer stocks range from sold out to adequate. Demand is good
in both the domestic and export market. The WPC market is firm. Prices
continue to increase and demand is good. Production is often lighter as some
plants switch to making higher protein WPC. The lactose market is steady.
Demand for export has improved following recent price reductions.

CCC: During the week of January 10 - 14, there were no price support
purchases.

NOTICE: Due to the Presidential Inauguration, the National Agricultural
Statistics Service (NASS) has changed the release time for the “Dairy Products
Prices” report on January 21, 2005, from 8:30 A.M. to 1:00 P.M. ET.
Consequently, the release time for the February Advance Prices and Pricing
Factors is being changed from 10:00 am. to 2:00 p.m. ET on this date. The
NASS Announcement has a “Subject Contact” for comments on this change.
The URL for this announcement is:

www.usda.gov/nass/events/news/change_1 11 05.htm

COMMERCIAL DISAPPEARANCE (ERS, AMS): Commercial
disappearance of dairy products during the first ten months of 2004 totals 145.5
billion pounds, 0.2% above the same period in 2003. Comparing disappearance
levels with year earlier levels: butter is +0.9%; American cheese, +0.9%; other
cheese, +2.6%; NDM, +44.8%; and fluid milk products, -1.6%.

NOVEMBER CONSUMER PRICE INDEX (BLS): The CPI for al food
is 188.2, up 3.2% from November 2003. The dairy products index is 180.9,
up 5.7% from a year ago. The following are the November to November
changes for selected products: fresh whole milk is +6.8%; cheese, +6.9%; and
butter, +32.6%.

NOVEMBER FLUID MILK SALES (NASS): During November, about
4.7 billion pounds of packaged fluid milk products is estimated to have been
sold in the United States. After adjusting for calendar composition, sales in
November 2004 were 0.3% higher than November 2003. On an individual
product basis, after adjusting for calendar composition, sales of low fat (1%)
milk, fat-free (skim) milk, and flavored fat-reduced milk increased from
November 2003, while sales of whole milk, flavored whole milk, reduced fat
(2%) milk, and buttermilk decreased from a year earlier.

JANUARY MILK SUPPLY AND DEMAND ESTIMATES (WAOB):
Projected milk production for 2004/05 is lowered fractionally from last month.
Prices of dairy products are expected to be firmer in 2004/05 than forecast last
month.  Supplies of milk remain tight, with commercial fat-basis stocks and
skim-basis CCC removals reduced from last month. Cheese prices are not
expected to decline as rapidly from their recent highs and, coupled with stronger
than expected dry whey prices, the Class |11 price forecast for 2004/05 is raised.
Although butter prices are expected to moderate from their recent highs,
nonfat dry milk prices are projected to remain relatively high through the first
half of 2005 because of strong export demand. As aresult, Class IV prices are
forecast higher. CCC nonfat milk removals are reduced. The al milk price
is raised to $14.45-$14.95 for 2004/05.

OCTOBER MAILBOX MILK PRICES (AMS, CDFA): In October
2004, mailbox milk prices for selected reporting areas in Federal milk orders
averaged $15.58, $.21 more than the figure for the previous month. The
component tests of producer milk in October 2004 were: butterfat, 3.73%;
protein, 3.11%; and other solids, 5.68%. On an individua reporting area basis,
mailbox prices increased in al reporting areas except for two, and ranged from
$18.13 in Florida to $13.41 in New Mexico. In October 2003, the Federal milk
order all-area average mailbox price was $14.96, $.62 lower.
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CHICAGO MERCANTILE EXCHANGE
CASH TRADING

PRODUCT MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY WEEKLY | WEEKLY
JANUARY 10 | JANUARY 11 JANUARY 12 JANUARY 13 | JANUARY 14 | CHANGE* | AVERAGE#
CHEESE
BARRELS $1.4575 $1.4675 $1.4825 $1.5325 $1.6000 $1.5080
(+.0075) (+.0100) (+.0150) (+.0500) (+.0675) (+.1500) (+.0580)
40# BLOCKS $1.5075 $1.5250 $1.5500 $1.6300 $1.6300 $1.5685
(+.0150) (+.0175) (+.0250) (+.0800) (N.C)) (+.1375) (+.0820)
BUTTER
GRADE AA $1.5850 | @ eeee- $1.6050 | - $1.6325 $1.6075
(N.C) (+.0200) (+.0275) (+.0475) (+.0258)

CHEESE: carload = 40,000-44,000 Ibs., BUTTER: carlot = 40,000-43,000 Ibs. *Sum of daily changes. # Weekly averages are simple averages of the daily closing prices for the calendar week. Computed by Dairy Market
News for informational purposes. This data is available on the Internet at WWW.AMS.USDA.GOV/MARKETNEWSHTM NOTE: CME NDM on Page 2. The CME will be closed on Monday, January 17,2004.
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CHICAGO MERCANTILE EXCHANGE

MONDAY, JANUARY 10, 2005

CHEESE — SALES: NONE; BIDS UNFILLED: 1 CAR BARRELS @ $1.4575; 3 CARS 40# BLOCKS: 2 @ $1.5075, 1 @ $1.4925; OFFERS UNCOVERED: NONE
BUTTER — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

TUESDAY, JANUARY 11, 2005

CHEESE —SALES:NONE; BIDSUNFILLED: 1 CARBARRELS @ $1.4675;5 CARS 40# BLOCKS: 2 @ $1.5250, 1 @ $1.5200, 1 @ $1.5150, 1 @ $1.5075; OFFERS UNCOVERED:

NONE

WEDNESDAY, JANUARY 12, 2005

CHEESE — SALES: NONE; BIDS UNFILLED: 1 CAR BARRELS @ $1.4825; 1 CAR 40# BLOCKS @ $1.5500; OFFERS UNCOVERED: NONE
BUTTER — SALES: NONE; BIDS UNFILLED: 3 CARS GRADE AA: 1 @ $1.6050, 2 @ $1.6000; OFFERS UNCOVERED: NONE

THURSDAY, JANUARY 13, 2005

CHEESE — SALES: NONE; BIDS UNFILLED: 1 CAR BARRELS @ $1.5325; 3 CARS 40# BLOCKS: 1 @ $1.6300, 2 @ $1.5500; OFFERS UNCOVERED: NONE

FRIDAY, JANUARY 14, 2005

CHEESE — SALES: NONE; BIDS UNFILLED: 3 CARS BARRELS: 1 @ $1.6000, 1 @ $1.5575, 1 @ $1.5425; OFFERS UNCOVERED: NONE
BUTTER — SALES: 5 CARS GRADE AA: 1 @ $1.6125, 1 @ $1.6225, 2 @ $1.6250, 1 @ $1.6325; BIDS UNFILLED: 2 CARS GRADE AA: 1 @ $1.6325, 1 @ $1.6300; OFFERS

UNCOVERED: NONE

CME CASH NONFAT DRY MILK: Extra Grade closed the week at $0.8900 and Grade A at $0.8900. (The last price change occurred January 7th.) The weekly average for both Extra

Grade and Grade A is $0.8900.

BUTTER MARKETS

NORTHEAST

The butter market is unsettled. Churning activity in the Northeast is heavy.
Excesscreamvolumesremainexcessiveand heavy volumesarecl earingtolocal
and Midwest churns. However, more Class|| cream demand isexpected this
week as more users get back online and take normal volumes. Early-week
reports still indicate that cream supplies are plentiful, which may keep local
churns full for another week or so. Producers stocks are being rebuilt and
demand for bulk varies asbuyerswait for clearer market direction. Demand
for packaged butter is slower as retailers assess their post-holiday stocks.
Retail movement isslow to fair and food service orders are tapering off from
thelevelsseenduringtheholidays. Salesof bulk butter f.0.b. East, arereported
in arange of flat market to 5.5 cents over the CME price/average.

CENTRAL

Thebutter market toneisbasically steady, although thecash priceat the CME
continuestoincrease. Many producersand handlersfeel that thebutter market
during 2005will befirmand pricesduringthefirst half of theyear will behigher
than typically isthe case. Stocksremain much lower than usual for thistime
of theyear. Inyearspast, carryover stockswere usualy heavier. Thisyear,
with low carryover stocks, producers and handlers will be replenishing
inventoriesfromamuchlower level alongwithmeeting current demand. Cream
volumesremain availableto Central churning operationsfrom both local and

out of area sources. The basing point for cream purchases has increased
slightly, but for the most part, pricing multiples remain unchanged. Butter
demand isfair. Producersand handlersindicate that most orders are typical
for thistimeof theyear whilesomebuyersareplacing heavier thanusual orders.
Bulk butter for spot saleis being reported in the 2 - 4 cents per pound range
over various pricing basis.

WEST

Butter pricesat thecash CM E market increased another 2 centsthisweek after
registering some strength (4 1/2 cents) last week. A number of Westernfirms
arestatingthat salesaremuch slower than beforethe holidaysand thosebuyers
have not reentered the market in any great number after assessing their
inventory levels. A number of butter manufacturers have stocks on hand that
arelarger than desired and they are not interested in any additional cream at
thistime. Cream offerings have dropped back to pre-holiday levels, but they
are still on the heavy side. Contacts do feel that the market will probably be
firm this spring, but they do not see it happening currently. Weekly CME
butter inventoriesgrew by 7.3million poundsthisweek tostand at 23.9million
pounds. Stockshavegrown by 16.7 million poundsover thelast three weeks
compared to 12.4 million pounds|last year for the same period. Last year, in
week two, stockswere68.3 million pounds. Bulk butter pricesrangefromflat
to 3 1/2 centsunder based onthe CM E with varioustimeframesand averages.

NASSDAIRY PRODUCT PRICES

U.S. AVERAGESAND TOTAL POUNDS

CHEESE
40#BLOCKS BARRELS
WEEK ENDING 38% MOISTURE
JANUARY 8 1.4677 1.4517
7,180,869 10,683,017

NDM BUTTER DRY WHEY
0.8863 1.5589 0.2474
19,498,050 3,534,394 9,833,488

Further data and revisions may be found on the internet at: http://jan.mannlib.cornell.edu/reports/nassr/price/dairy
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CHEESE MARKETS

NORTHEAST

Pricesare unchanged to fractionally higher on natural cheddar items.
Themarket toneisunsettled asproducers, distributors, and buyersall
seem to be waiting for clearer signals. Most retailers are assessing
post-holiday inventoriesbeforereordering, but sales, if typical patterns
are followed, are expected to hold at fairly good levels through the
Super Bowl weekend. Current cheese output in the Northeast is
improvingdlightly. January’ sprojected Class| I milk priceisexpected
tobesignificantly lower than December’ sand amuch better financial
return for cheese makers. However, surplus milk supplies in the
Northeast are getting back to pre-holiday, light levels. Food service
ordershaves owedfrompre-Christmaslevel sandretail salesareabout
steady.

WHOLESALE SELLING PRICES: DELIVERED,
DOLLARS PER POUND (1000 - 5000 POUNDS MIXED LOTS)

Cheddar 10#Prints 1.5525-2.0675
Cheddar SingleDaisies 1.5100-1.9850
Cheddar 40#Block 1.6275-1.8850
Process5# L oaf 1.6600-1.8675
Process5#Sliced 1.6800-1.9325
Muenster 1.7250-1.9275
Grade A SwissCuts 10 - 14# 2.4500-2.6500

MIDWEST

The cheesemarket isfully steady. Many traderswonder whether the
current supply/demand conditions warrant recent price increases.
Some speculate prices might weaken after Super Bowl needs are
covered, though Lent starts in less than a month. Current natura
movement seemseven moreuneven, ranging fromslow tofairly good,
depending on customer base. Ordersfor Super Bowl needsare being
prepared and/or shippedintodistributionchannels. Natural American
supplies remain tight as packagers rebuild working inventories to
normal levels. Some cheddar is entering planned aging programs.
Barrels are generally at least adequate for the mostly fair at best
interest. Mozzarella sales are slow to moderate, depending on the
customer. Swisssuppliesarein better balancewith demand. Current
cheese production is steady to slightly higher seasonally.

WISCONSIN WHOLESALE SELLING PRICES: DELIVERED,
DOLLARS PER POUND (1000 - 5000 POUNDS MIXED LOTS)

ProcessAmerican5# L oaf 1.6300-2.0500
Brick And/Or Muenster 5# 2.0300-2.1400
Cheddar 40#Block 1.8400-2.2650
Monterey Jack 10# 2.0800-2.2650
Blue5# 2.3350-2.7500
Mozzarella5 - 6# (Low Moisture, Part Skim) 1.7850-2.3650
Grade A SwissCuts6 - 9% 2.2500-2.9500

WEEKLY COLD STORAGE HOLDINGS-SELECTED STORAGE CENTERS
IN THOUSAND POUNDS- INCLUDING GOVERNMENT STOCKS

BUTTER : CHEESE

- 125,339

01/10/05 12,861
01/01/05 12,599 : 124,064
CHANGE 262 1,275

% CHANGE 2 1

WEST

Demandissomewhat mixedfor natural cheesethisweek. Somesellers
report that demand hasincreased after firmstallied uptheir inventories
after theholiday salesand arereordering. Other firmshave stockson
hand and are waiting until they run out of product before they return
to the market. The price increases noted so far this week on cash
cheesetrading at theCM Efor blocks(up 5 3/4 cents) havesomebuyers
wondering if thisis the right move at this point in time. Wholesale
cheese prices did not change this week. Production levels have
declined from the two holiday weeks and are now considered about
normal for January. Transportationissuesareaproblemfor somefirms
inthe Southwest and the Intermountain region. Heavy snow andrain
are causing flooding problemsthat are closing roads and hampering
power supplies. Someinthemarket aresurprised at thispricestrength
for January and othersbelievethatitisjust anearly start on spring price
strength as noted last year.

WHOLESALE SELLING PRICES: DELIVERED, DOLLARS PER POUND
(1000 - 5000 POUNDS MIXED LOTS)

Process5# L oaf 1.6025-1.8625
Cheddar 40#Block 1.6050-1.9575
Cheddar 10# Cuts 1.7850-2.0050
Monterey Jack 10# 1.7950-1.9550
Grade A Swiss Cuts 6 - 9# 2.2500-2.7000

FOREIGN

Prices are unchanged to fractionally higher and the market tone is
following seasonal patterns. Typically sales of foreign type cheese
peak duringtheholidaysandtaper off. Thecontinuedweak U.S. dollar
isimpacting importers buying decisions, but they still haveto have
stocks to meet customer needs in the coming months. So, most
contacts feel that higher costs will be passed along to consumers,
whichwill likely have animpact on consumption.

WHOLESALE SELLING PRICES: FOB DISTRIBUTORS DOCK
DOLLARS PER POUND (1000 - 5000 POUNDS, MIXED LOTS)

NEW Y ORK
VARIETY IMPORTED DOMESTIC
Roquefort TFEWR -0-
Blue 1 2.6400-4.2900 : 1.8675-3.3675*
Gorgonzola 1 3.6900-5.9400 : 2.3775-2.4900*
Parmesan (Italy) TFEWR . 3.2725-3.3875*
Romano (Italy) . 2.1000-3.1500 -0-
Provolone (Italy) : 3.4400-5.8900 : 1.8800-2.1025*
Romano (Cows Milk) : -0- . 3.0625-5.2375*
Sardo Romano (Argentine) : 2.8500-3.2900 -0-
Reggianito (Argentine) : 2.6900-3.2900 -0-
Jarlsberg-(Brand) : 2.9500-4.0900 -0-
Swiss Cuts Switzerland : -0- 2.4500-2.6500
Swiss Cuts Finnish : 2.5900-2.8500 -0-
Swiss Cuts Austrian TFEWR -0-
Edam

2 Pound TFEWR -0-

4 Pound : 2.1900-3.4500 -0-
Gouda, Large TFEWR -0-
Gouda, Baby ($/Dozen) : :

10 Ounce : 27.8000-31.7000 : -0-

* = Price change.
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FLUID MILK AND CREAM

EAST

Spot shipments of Grade A milk into or out of Florida and other Southeastern states

THIS WEEK LAST WEEK LAST YEAR
IN ouT IN ouT IN ouT
FLORIDA 0 51 0 30 12 0
SOUTHEAST STATES 0 0 0 0 0 0

Milk productionissteady throughout most of the East. Fluid milk supplies
arefairly well balanced now that school sareback in sessionandtaking normal
volumes. Florida smilk supplyisstill longfor needsandloadsof surplusmilk
continueto beshipped out of state. Theneedfor Class| milkinthe Southeast
ispretty much back tonormal, but many schoolsinall regionswill beclosed
next Monday for theobservanceof MartinLuther King Day. Thiswill have
animpactonsurplusmilk volumesduringtheupcomingweekend. Bottledmilk
salesintheNortheast arehol ding steady. However, someice/snow stormsdid
spark somepanicbuying, but thoseinstanceswerewidely scattered. Surplus
milk volumesarelighter andeasily cleared. Therehavebeeninstanceswhere
milk supplierswherecheeseplantsaremaintaining production, but therehave
al sobeeninstanceswheremilk wasreportedly moved out of cheeseplantsto
fill other needs. Contactsat manufacturing plantsarehappy theholiday rush
isover andthingsaregetting back totypical winter patterns. Thecondensed
skimmarket and spot demandarelittlechanged. Pricesaresteady toslightly
lower. Thefluid cream market remainssluggish. Suppliesarelongandloads
continuetoclear tochurningfacilities. However, thevolumesclearingtobutter
makersaredownfromthepreviousthreeweeks. Reportsindicatethat some
butter makers are lowering the multiples they are willing to pay for new
offerings. Thistendstoindicatethat they arefull and do not want too much
morecreamat histime. Spot pricesfor Classl| creamaresteady tohigher as
the CME average butter price did increase 4.4 centslast week. |ce cream
productionisincreasing asplantsgear up after theholidays. Thisoutlet for
creamiswelcomed by their suppliers. Cream cheeseproductionisoff assales
tend so slow at thistime of year.

FLUID CREAM AND CONDENSED SKIM PRICESIN TANKLOT QUANTITIES

SPOT PRICESOF CLASSII CREAM, $PERLB BUTTERFAT

F.O.B. ProbuciNGg PLANTS. NORTHEAST 1.9297-2.0878

DELIVERED EQUIVALENT ATLANTA - 1.9613-2.1195 M 1.9929-2.0720
F.O.B. Probucing PLANTS: UPPER MIDWEST - 1.9771-2.1353

PRICES OF CONDENSED SKIM, $ PER LB SOLIDS

F.O.B. PRODUCING PLANTS:

NORTHEAST- CLASS || - INCLUDES MONTHLY FORMULA PRICES - .9800-1.000

NorTHEAST- CLASs |1 - sPOT PRICES - 1.0600-1.1400

MIDWEST

Classl interestwassteady togenerally lighter withintheregion. Inareaswhere
weather concernsboosted milk saleslast week, ordersonly occasionally held
up better than expected though most others were lighter. Bottlers were
adj usting schedulesfor theclosing of school sfor theholiday on January 17.
Manufacturing milk interest wasspotty, oftenlighter, asplant operatorstry
tobalancemilk supplieswithactual finished product salesandavoid speculating
onfuturecheesedemand. Reported spot priceswereabout $1.00t0$2.25over
class, withacoupleunconfirmed reportsof sharply lower prices. Icecream
production is spotty, steady to heavier where producersaretrying to build
their pre-seasoninventory. Cream demandwasweaker frommany accounts.
Condensed skiminterest wasgood from Classl | accountsandstill quiet from
Classll. Plant milk intakesaresteady toslightly higher seasonally. Fatand
proteinlevelsremain strong for January. Weather concernsmainly caused
slower travel during the past week. Unseasonably warm temperatures
followed cold temperatures and light to heavy preci pitation, depending on
location. Floodingandfloodwarnings, especialy inlndianaand Ohio, though
alsoaconcerninWisconsinwithrecent rain ontop of frozenground. Much

of the snow cover disappeared with therain and warmer temperatures.

WISCONSIN LIVESTOCK AUCTIONS (PER CWT.)
JAN 6 - 12 PREVIOUS YEAR
SLAUGHTER COWS $49.00- 54.00  $ 45.00- 51.25
REPLACEMENT HEIFER CALVES  $300.00-525.00 $300.00-380.00

SOUTH ST. PAUL TERMINAL AUCTION MARKET (PER CWT.)

JAN 6 - 12 PREVIOUS YEAR
SLAUGHTER COWS $4750-57.50  $ 46.00- 53.00
WEST

NA SShasreported stocksof hay onfarmson December 1. Thetotal for nine
selected Western statesis13.9 milliontons, about evenwiththesameperiod
lastyear. Alfalfahay productionfor thesesamestatestotaled 25.52 million
tonsfor thispast cropyear, down 1.9%from2003. TheFebruary 2005 Class
1pricesin CALIFORNIA rangefrom$15.22inthenorthto$15.49inthesouth.
ThestatewideaverageClass1 pricebasedonproductionis$15.27. Theaverage
is $3.20 lower from January 2005 but $1.88 more than February 2004.
CALIFORNIA milk productionisshowingsomeeffectsfromrecent weather
conditionsacrossthestate. The South hadtheheaviest raintotalsand farms
therewereexperiencingtheworst of theafter effects. Most dairiesinthisregion
areopenlotswithlimited coverage. Mud and standing water impacted milk
output and milk components. Several roadsintheChinoareawereunderwater
and affect milk pickups. Drying up is expected to be a slow process.
ConditionsintheCentral Valley werenot assevereand moredairiesarecovered
freestallsthat arenot affected much by wet conditions. Milk productionlevels
arenoted asdlightly lower to slightly higher. Contactsare noting that more
fresheningcowsareenteringthemilkingstrings. Northerndairiesareproducing
milk at steady levels. Therearedlightincreasesindemand for fluid milk as
additiona school sresumeandretail ordersimprove. Westher related production
declinesarenotedin ARIZONA inthe1- 2%range. Componentsinmilk are
steady. Conditionsareimprovingaswarmer anddryingweather returns. The
milk situationisbalanced withagood call for fluid milk needs. Milk output
in NEW MEXICO range from slightly lower to slightly higher with some
|ocationsaffected moreby therecent adverseweather conditions. Milk orders
fromthe Southeast resumedat higher levels. Somaticcell countshaveincreased
but no effects are noted on fat and protein levels. CREAM offerings are
moderate to heavy in the region with surplus loads ending up at the butter
churns. Demandislimited for higher classitemssuch assour cream, cream
cheese and yogurt. The CME butter price increased 2.5 cents to close at
$1.6050onWednesday, January 12. Creammultiplesrangefrom113t0124,
FOB, andvary depending onbasing points. Reportsindicatethat temperatures
will befallinginthePACIFICNORTHWEST. Snowfall andrainhavebeen
behindaveragesofarthiswinter. Therehasbeenvery littlestressonthemilking
herd so far. Demand for milk going into the bottle has been heavier than
anticipated. Thisfactislimiting, tosomeextent, theamount of milk available
for manufacturingplants. Heifer pricesat amonthly Washingtonsalearefirm,
often$100higher. Theaveragefor supremeanimal swas$1925-2350. Dairies
continuetosearchfor good quality hay andarenct findingmuchavailable. Some
sourcesthat had been shipping hay recently arenow reported out of supplies.
Heavy snow, upwardsof threefeet, inthe CacheValley regionof UTAH is
causing someproblemsforthemajor dairy areainthestate. Thesnowisvery
wet and heavy andiscausingsomedairy barnfacilitiestofail. Transportation
issuesarenot goodeither. Delaysarecommon. Hay stocksarehardtoaccess
for many producersandsomearescramblingtofind hay thatisaccessible. The
bottomlineisthatitistakingalot moretimeand effort toaccomplishnormal
chores. TheMagicValleyinlDAHOdidreceivesomesnow, but not anything
tomatchUtah. Milkisreadily availableintheregion. Heifer pricesattwosales
intheregionrangefrom$1975-2010for thetopend of therangewithaverage
pricesnoted between $1620-1840. Thesepricesaremixed, butingeneral they
areabitlower thanin December.
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NDM, BUTTERMILK & WHOLEMILK

Prices represent carlot/trucklot quantities for domestic and export sales packaged in 25 kg. or 50 Ib. bags, or totes, spray process, dollars per pound.

NONFAT DRY MILK - CENTRAL AND EAST

CENTRAL: Prices are higher on a firm market. Most plants report that
suppliesarelimited for the good interest. However, sometradersare picking
up additional loadsfrom custom dryersthat operateintermittently throughout
the year. Traders are anticipating that with reduced international interest,
more powder will become available for the domestic market. Production is
generally steady with most trade occurring on a contractual basis.

EAST: The market tone continues to show signs of firmness. Production
levels are easing, but still moderate to heavy. Plant contacts comment that
drying schedules are falling into typical patterns of heavy on weekends,
moderate during the week. Surplus milk volumes are lighter now that Class
| needs are back to normal and cheese makers appear more willing to take
milk. Inventories of NDM are often lighter than desired. Most contacts
foresee a firm to strong market for the coming year and some traders are
looking to accumul ate stockswhilethey can. Thishasnot beeneasy. Current
production in the East is barely keeping pace with ongoing sales and there
islittle available to store. It is aso reported that the so-called government
powder isin tighter supply. The unrestricted-use sellback of three-year old
NDM by CCC lasted three weeks. Additional sales may be forth coming,
but some contactsfeel that may beunlikely. Demand for NDM isfairly brisk
and easily clearing current output. With less government powder being
offered, demand will turn back to the commercial market.

F.O.B. CENTRAL/EAST: IncludesEXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: .8800 - .9550 MOSTLY: .8900 - .9025
HIGHHEAT: .9375 - 1.0400

NONFAT DRY MILK - WEST

Low/medium heat nonfat dry milk prices edged higher in light to moderate
trading activity. Direct export sales continue to keep current supplies in
balance in what is traditionally a stock building period. Contacts note that
export sales are being made for approaching months. Demand is also good
from domestic cheese producers and regular contracted accounts. Some
buyers are finding delays in picking up contract and spot loads because
producers are often behind on orders. Drying schedules remain active to
process milk intheregion. There are no offerings to the CCC price support
program and the current mostly pricesarerunning 8.5to 10 cents higher than
the support price of 80 cents. Producers’ stocks are light to moderate and
mainly committed for future orders. The high heat market pricesaresightly
higher but not tested. Demand remains light and mysterious as to buying
inactivity. Some buyers are using other powders and blends to fill needs.
High heat drying and stocks are limited.

F.O.B. WEST: IncludesEXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: .8700-.9300 MOSTLY: .8850 - .9000
HIGHHEAT: .9000 - .9300

CALIFORNIA MANUFACTURING PLANTS-NDM
WEEK ENDING PRICE TOTAL SALES SALESTO CCC

January 7
December 31

$.8784 12,009,225 0
$.8742 11,864,736 0

Pricesare weighted averagesfor ExtraGrade and Grade A Nonfat Dry Milk,
f.o.b. California manufacturing plants. Prices for both periods were
influenced by effects of long-term contract sales. Tota sades (pounds)
include sales to CCC. Compiled by Dairy Marketing Branch, California
Department of Food and Agriculture.

DRY BUTTERMILK -CENTRAL

Prices continue unchanged and nominal on a weak market. With butter
churns reportedly active, more condensed buttermilk is being produced.
Although some condensed buttermilk is moving into ice cream, increased
supplies are flowing into dryers. Some producers report that stocks are
building yet offering prices are generally unchanged and mostly reported
near 90 cents. Aged supplies are being traded at substantial discounts with
reports as low as 75 cents. Some producers believe that tighter NDM
markets will encourage stability in the buttermilk market. Traders indicate
that the correlation between buttermilk and NDM pricesisno longer linear.

F.O.B. CENTRAL: .8750 - .9550

DRY BUTTERMILK - NORTHEAST AND SOUTHEAST

Prices are mostly steady and the market tone remains weak. Production
levels, likechurning activity, arestill heavy. Plant stocksaregrowing at most
facilitiesdrying buttermilk. Demandisslow tofair, generally lackluster. The
Northeast price range remains nominal.

F.0.B. NORTHEAST:
DELVD SOUTHEAST:

.9200 - .9400
.9500 - .9800

DRY BUTTERMILK -WEST

Dry buttermilk prices are mostly unchanged with a slight increase noted at
the bottom of the range. The market tone is steady. Buying interest and
offerings are balanced. Demand is fair with bakery seasonal needs being
filled. Productionhasbeenactiveasbutter churningincreasestoaccommodate
the cream suppliesintheregion. Thisistypical for thistime of year. Stocks
are available from most suppliers at light to moderate levels.

F.O.B. WEST: .8850 - .9400 MOSTLY: .9000 - .9100

DRY WHOLEMILK -NATIONAL

Prices are mostly higher, but the market tone is unchanged. With the CME
butter price starting to move higher, some producers are adjusting their dry
wholemilk pricesto reflect the higher value of milkfat. Other producersare
adjusting prices to the slightly higher Class IV milk price. Prices remain
nominal asfew spot sales are reported. Production levels are steady at light
levels. Plant stocks are light and closely balanced. Spot demand is slow.

F.O0.B. PRODUCING PLANT: 1.3200 - 1.4100

Million Pounds

74 \\
N
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WHEY, CASEIN & EVAPORATEDMILK

Prices represent carlot/trucklot quantities for domestic and export sales packaged in 25 kg. or 50 Ib. bags, or totes, spray process, dollars per pound.

DRY WHEY -CENTRAL

Prices are unchanged to slightly higher on a mostly steady market. Some
spot trades are noted at standard premiums for the fair interest. Many
buyers are hesitant to buy as seasona trends indicate that January and
February prices typically show some weakness. Most producers state that
their supplies are in good balance with limited spot availability. However,
traders continue to report that multiple loads are available. Production is
steady for the mostly contractual trade.

F.O.B. CENTRAL:

.2400 - .2500 MOSTLY: .2400 - .2450

DRY WHEY - NORTHEAST AND SOUTHEAST

Prices and the market tone are unchanged. Contacts report another slow
week for market activity. Production levels are light, but some additional
milk is flowing into some cheese plants now that cheese prices and
anticipated milk pricesareagainfavorable. However, someEastern producers
report being sold out through the first quarter. Other producers do have
product to offer. Also, export business continues to clear dry whey, which
keeps the domestic market in close supply/demand balance. Demand isfair
to good. Sometraders arelooking to replenish inventories, but with the light
output and offerings, this is not always as easy as it may sound. Buyers/
users are also getting back into the market after working down year-end
inventories.

F.0.B. NORTHEAST: EXTRA GRADE AND GRADE A: .2475 - .2650
DELVD SOUTHEAST: .2700 - .2825

DRY WHEY - WEST

The Western whey market is generally steady with some fractional price
increases noted. The extra whey produced at the end of last year has been
sold or isspoken for. Stocksare generally tight. Domestic demand isbeing
rated asgood. Export salesare continuing at agood pace. Exporterscontinue
to hear comments about prices getting too high, but there are few other
sourcesof whey intheworld at thistime. Dairy proteins, ingeneral, aretight
all over the world as 2005 begins.

NONHY GROSCOPIC:

.2450 - .2750 MOSTLY: .2550 - .2650

ANIMAL FEEDWHEY —CENTRAL

Prices are generally unchanged and nominal on a steady market. Supplies
are more readily available than the week prior with some traders reporting
difficulty in clearing stocks. Buyersare making purchases as necessary with
anticipation of seasonally weaker markets. Early weaned pig prices are
trending higher while veal markets are steady and lightly traded.

F.O.B. CENTRAL:
MILK REPLACER: .2000 - .2200
Commencing Report 15 (April 8, 2005), Dairy Market News will be
publishing a Dry Whey Permeate market. The pricing series will
include an F.O.B. range for the Central and West region. Specifications
are listed below.

Moisture content. Not more than 5 percent. Milkfat content. Not more than
1.5 percent. Protein content. Not less than 2 percent and not more than 6
percent. Lactose content. Not less than 70 percent. Ash content. Not more
than 10 percent.

Commencing Report 15 (April 8, 2005), Dairy Market News will be
reporting the Animal Feed Whey-Central Milk Replacer price series
within the Dry Whey Central report. The Dry Whey Central Extra
Grade price series will remain unchanged.

Comments regarding changes in Dairy Market News Reports can be directed
to: Don Nelson, P.O. Box 8911, Madison, WI 53708, Email:
DonaldO.Nelson@usda.gov, Phone: 608-224-5079, Fax: 608-224-5078

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Pricesarehigher onafirmmarket. Suppliesaretight. WPC 80%isavailable
as a substitute to WPC 34% at some locations. However, manufacturers
are charging a higher price than a per unit value of protein in comparison.
Production of WPC 34% is steady to |ower due to plant equipment problems
and changes in production from WPC 34% to higher protein concentrations.
Export interest remains good, especially as a substitute to the higher priced
NDM market. Inquiries from feed buyers are heavy. Off grade supplies
are limited for the good interest.

F.O0.B. EXTRA GRADE 34% PROTEIN: .6600 -.7500 MOSTLY: .6800 - .7300

LACTOSE - CENTRAL AND WEST

Prices are generally unchanged on a steady market. While some producers
were surprised by the price reduction last week, others thought that the
reduced prices were an accurate reflection of a previously over-stated
market. As aresult, increased inquiry is noted from some Asian markets.
Some brand specific supplies are difficult to obtain. Multiple loads are
notably being offered out to some domestic traders. Traders are generally
not accepting of offering pricesat the average. Bidsat the average are noted
from some Asian buyers. Somelactoseistrading into Mexico asasubstitute
to dry permeate in feed applications. Off grade lactose trade islight for the
good interest.

Including spot sales and up to 3 month contracts. Mesh size 30 - 100.
F.O.B. EDIBLE: .1550-.2100 MOSTLY: .1600 - .1900

CASEIN - NATIONAL

Casein markets and prices remain firm. Supplies are in very close balance
to short of full needs with acid in the tightest position. Many domestic
buyers continue to indicate that their needs are not being fully filled.
Suppliersare trying their best to meet their commitments, although they are
indicating that stocks from supplying sources are just not there. European
sources are working from inventoried stocks of last season and are looking
forward to the upcoming season with great optimism. Oceania stocks
continueto be generated, athough their production season is not devel oping
as positively as anticipated. Under invitation #037 to sell 4 million pounds
of government owned nonfat dry milk for the production of casein/caseinate,
all bids were rejected at a price of $0.3860 per pound. The most recent sale
of about 2 million pounds at the end of December was at $0.4600 per pound.

SPOT SALES AND UP TO 3 MONTH CONTRACTS. PRICES ARE F.O.B., U.S.
WAREHOUSE FOR EDIBLE NONRESTRICTED AND VARY ACCORDING TO
MESH SIZE AND QUALITY.

3.0000 - 3.3000
3.0000 - 3.3000

RENNET:
ACID:

EVAPORATED MILK —NATIONAL

The market tone is steady with prices unchanged. Production levels are
easing now that the holiday glut of milk is past. Producers are trying to
replenish depleted inventories as best they can. Milk prices, in coming
months are projected to be above year-ago levels. These higher milk costs
and the higher can and packaging costs, plushigher energy and transportation
costs all seem to point toward future price increases. Buyers are expected
to resist any attempts to raise prices. Demand for canned evaporated milk
is slowing along seasona patterns.

DOLLARSPER48- 12 FLUID OUNCE CANSPER CASE DELIVERED MAJOR
U.S. CITIES $22.00 - 30.00

Excluding promotional and other sales allowances. Included new price announcements.



DAIRY MARKET NEWS, JANUARY 10 —14, 2005 -7- VOLUME 72, REPORT 02

2004 MONTHLY ABRGES ANNUAL
AREA and PRIDUCT O JAN B MR :© AR MY JIN Juw AG P ar N/ CEC | ABRXE
CH GAGD MERCANTT LE EXCHANGE
BUTTER - MJULTI DAY TRMING
GE AA 1. 4320 17132 2.1350 2.2204 2.0363 1. 9300 1. 7458 1. 5408 1. 7656 1. 6475 1. 9238 1. 7083 1. 8166
GHEHE - DALY TRONG
BARELS 1. 2539 1. 3586 1. 7977 2.1318 1. 8848 1. 6848 1. 4226 1. 5427 1. 5206 1. 4683 1.6534 1.5243 1. 6036
404 BL.AKS 1. 3062 1. 3958 1. 8197 2.1687 1. 9925 1. 7105 1. 4486 1.5734 1. 5702 1.5170 1. 6960 1. 5923 1. 6492
NONFAT [RY MLK - DALY TRAO NG
EXTRA GRACE 0. 8400 0. 8400 0. 8400 0.9031 0. 9280 0. 9200 0.8733 0. 8500 0. 8500 0. 8500 0. 8500 0. 8576 0. 8668
GANE A 0. 8400 0. 8400 0. 8400 0. 9026 0. 9280 0. 9200 0.8733 0. 8500 0. 8500 0. 8500 0. 8500 0. 8576 0. 8668
GHE==E
WSCINS N
PROESS AMER CAN 5# LOY 1. 5959 1. 5997 1.9217 2. 3805 2.3709 2.1839 1. 9069 1. 8361 1. 8624 1. 8206 1. 9076 1. 9680 1. 9504
BR K AND (R MB\BTER  5# 1. 8663 1. 8766 2.1337 2. 6159 2.6538 2. 4260 2. 1446 2.1311 2.1105 2.0775 2.1413 2.2100 2.1989
GHDR 40# BLAKS 1. 83865 18775 2.0030 2. 3690 2.3844 2.2248 2.0320 2. 0859 2.0775 2.0593 2.0725 2.079% 2. 0960
MONTEREY JAXK  10# 1. 9793 1. 9625 2.1352 2. 4902 2.4881 2.3753 2.1610 2.1908 2.0811 2. 0625 2.0790 2.1852 2.1825
BLLE 5# 2. 2685 2.2791 2.5318 3.0184 3.0563 2.8285 2.5516 2.5386 2.5180 2.5195 2.5993 2.6675 2.6148
MYZAHELA 5 - 6# 1. 9083 1. 9229 2.0264 2.3872 2. 4156 2.2317 2.0538 2.1100 2.11% 2.0919 2.1230 2.1134 2.1253
GNEASNSSAIS 6- 9 2.3425 2.3675 2.3849 2.6274 2. 6688 2.5888 2.6433 2. 6988 2.6988 2.6844 2.6890 2. 6707 2.5887
NOIRTHEAST
GHDR 10# PRNIS 1. 6225 1.6783 2.0167 2. 4564 2.4150 2.1039 1. 7701 1.8823 1. 9010 1. 8450 1. 9736 1. 9796 19704
GHDR INGEMNSE 1. 5600 1. 6158 19542 2.3927 2.3625 2.0414 1. 7076 1.8198 1.8385 1. 7825 19111 19171 1. 9078
GHDR 404 BLAKS 1. 5679 1.6212 1. 9613 2.3978 2. 3597 2. 0489 1. 7151 1. 8273 1. 8460 1. 7900 1. 9185 1. 9247 1. 9149
PROESS 5# LOW 1. 5593 1. 6236 1. 9843 2.4118 2. 2906 2.0621 1. 7383 1. 8359 1. 8485 1. 7749 1. 9239 1. 8993 1.9127
PROESS 5# 91D 1.5973 1. 6623 2.0231 2. 4506 2.3294 2.1009 1. 7770 1.8739 1. 8348 1.8111 1. 9601 1. 9396 1. 9508
MUENSTER 1. 6375 1. 6945 2.0330 2. 4749 2.4313 2.1202 1. 7864 1. 8985 19172 1. 8613 1. 9899 1. 9958 1. 9867
GNEASNSS QIS 10 - 14# 2. 4500 2. 4500 2. 4500 2. 4500 2.5500 2.5500 2. 5500 2. 5500 2.5500 2.5500 2.5500 2.5500 2. 5167
VEST
PROESS 5# LOW 1. 5268 1. 5911 1. 9523 2.3783 2. 2575 2.029% 1. 7064 1. 8047 1.8173 1. 7436 1. 8926 1. 8680 1. 8807
GHDR 404 BLAKS 1. 6078 1.6633 2.0203 2.4532 2.3981 2.0777 1. 7439 1.841 1.8701 1.8138 1. 9443 1.9521 1. 9499
GHDAR 10# QIS 1.7228 17783 2.1153 2.5482 2.5025 2.1914 1. 8576 1. 9678 1. 9838 1. 9275 2.0584 2. 0659 2. 0600
MNTEREY JAK 10# 1. 7028 1. 7583 2.0953 2.5282 2.4825 2.1714 1. 8376 1. 9478 1. 9705 1. 9080 2.0334 2. 0459 2. 0406
GNEASNSSAIS 6- 9 2. 3550 2. 3550 2.3937 2.5725 2. 6600 2. 6600 2. 6600 2. 6600 2.5348 2. 4750 2. 4750 2. 4750 2.5230
AU D PRDLTS
AAS || &AM
NRTHEAST - FE QB 1. 7199 2.1413 2. 7551 2.9183 2.7335 2.6158 2. 4653 2. 1696 2.3373 2.2920 2.5211 2.3539 2.4186
ATLANTA - [H. BEQV 17511 2.1792 2.7834 2.9501 2.7193 2.6112 2.48% 2.184 2.3438 2.3181 2. 5286 2.3883 2.4377
UPPPERMD/MEST - FE.QB 1.8110 2.1338 2.7768 3.0530 2.7832 2.6072 2. 4480 2.1417 2.3009 2.3007 2.4341 2.3220 2. 4260
CONENED M- NRIHEAST - F. QB
AAsSs || 0. 9000 0. 9000 0. 9000 0. 9000 0.9125 0.9350 0.9378 0.9358 0.9375 0.9388 0. 954 0. 9693 0.9272
AQAS I 0. 9748 0. 8992 0. 8702 1. 2368 1. 4500 1.3221 1. 0966 0. 9977 1. 0250 1. 0425 1. 0613 1. 1520 1. 0940

BVARCRATED M LK 24.5000 245000 25,0217 26.0000 26.0000 26.0000 26.0000 26.0000 26.0000 26.0000 26.0000 26.0000 25.6685
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2004 MONTHLY AVERMGES ANAL
AREA and PRODUCT IAN FB MR AR MY JWN Juw AG FP acr NO/ = ARNEF
CRY PRIOLCTS

NONFAT CRY M LK

CENTRAL EAST - LONMED UM HEAT 0. 8366 0.8413 0.8518 0. 8808 0.9050 0.9188 0.9188 0. 8814 0. 8700 0. 8700 0. 8898 0. 8876 0.8793
-- MOBILY 0. 8361 0.8325 0.8339 0.8513 0. 8853 0.8983 0. 8859 0. 8623 0.8274 0.8375 0.8718 0. 8757 0. 8582

CENTRAL/ EAST - H GH HEAT 0.8975 0. 8999 0. 9046 0.9432 1.0313 1.0461 1.0525 1.0249 0.9774 0. 9525 0.9370 0.9478 0.9679

VEST - LONMED UM HEAT 0.83838 0.8388 0.8397 0.8573 0. 8681 0.85%5 0. 8435 0.8389 0.8429 0. 8488 0.8593 0.8857 0.8518
-- MOBILY 0.8034 0.8025 0. 8063 0.8201 0.8513 0.8500 0. 8443 0.8411 0.8421 0. 8376 0. 8456 0.8782 0.8352

VEST - H GH HEAT 0. 8417 0. 8406 0. 8417 0. 8552 0.9038 0.9871 0.9332 0.9218 0. 8882 0.875%6 0.8753 0.8776 0. 8868

Ry BUITERM LK

ENTRAL 0.9737 0.9813 0.9890 1.0928 1.1738 1.1738 1.1357 1.0934 0.9838 0. 9550 0.9399 0.9199 1.0343

VEEST 0.8673 0.8825 0. 9057 0.9447 1. 0094 1.0349 1.0425 1.0514 1.0475 1.0450 1.0348 0. 9402 0.9838
-- MBILY 0. 8600 0.8813 0.9072 0.9482 1.0094 1.0350 1.0350 1.0377 1.0400 1.0400 1.03%0 0.9280 0.9797

NORTHEAST 0. 8564 0.8710 0.8728 0.9739 1.0950 1.0950 10649 1.0436 1.0312 1.0100 1.0100 0.9448 0.9891

SQITHEAST 0.8900 0.9074 0.9185 0. 9886 1. 0900 1.0900 1.0877 1. 0707 1.0390 1.03%0 1.0310 0.9733 1.0101

WEY RMIER

ENTRAL - 0. 1786 0.1679 0.2159 0.3022 0.3150 0.2913 0. 2527 0.2143 0.2175 0.2321 0.2420 0.2450 0.23%5
-- MOBILY 0. 1806 0. 1695 0.2135 0. 2961 0.3100 0.2883 0.2513 0.2178 0.2160 0. 2284 0. 2406 0.2425 0.2379

NORTHEAST - EXTRA AND GRACE A 0.1974 0. 1845 0.2208 0. 3107 0.3275 0.3148 0.2819 0. 2450 0.2388 0. 2450 0.2528 0. 2563 0. 2563

SAJTHEAST - EXTRA GCE 0.2114 0.2020 0.2403 0. 3249 0.3425 0.3214 0.2848 0. 2520 0.2500 0.2572 0.2716 0.2763 0. 2695

VST - 0.1793 0.1716 0.1889 0.2304 0.2744 0.2750 0.2458 0. 2307 0. 2204 0.2374 0. 2451 0.2549 0.2295
-- MOBILY 0. 1686 0.1620 0.1821 0.2335 0. 2681 0.2628 0.2308 0.2158 0. 2186 0. 2294 0.2430 0.2536 0.2224

ANML FED

ENRL - MLK FERLAR 0. 1685 0.1563 0.1827 0.2618 0.2825 0.2633 0.2032 0.1930 0.1850 0.2018 0.2150 0.2107 0.2103

LACTCEE

ENTRAL AND VEEST 0. 2400 0.2363 0.2363 0. 2450 0. 2450 0. 2450 0. 2405 0.2307 0. 2207 0.1973 0. 1898 0.1875 0. 2262
-- MOBILY 0.2250 0.2250 0. 2266 0.2375 0.2375 0.2375 0.2290 0.2175 0. 2007 0.1878 0.1850 0.1850 0.2162

WEY PFROHE N CONIENTRATE

ENTRAL AND VEEST 0.5264 0. 4766 0. 4600 0.5538 0.6444 0. 6593 0. 6459 0. 6082 0.6019 0. 6063 0. 6100 0. 6502 0. 5869
-- MOBILY 0.5311 0. 4746 0. 459 0. 5505 0.6381 0.6550 0.6516 0.6233 0.6108 0. 6100 0.6141 0.6392 0.5882

RY WO.E MLK

NATI ONAL 11574 12101 13611 1.4878 1. 4988 1.4510 1.39%57 1.3634 1.3155 13311 1.3323 1.3718 1.3563

CH N RV BNV

A1D 2.2775 2.3500 2.3585 2.4150 2.4413 2.5107 2.6318 2.7182 2.9000 2.9000 2.9750 2.99%7 2.6229

FENNET 2.2538 2.3250 2.3413 2.4500 2.4500 2.4879 2.6230 2.6909 2. 8667 2.8750 2.9500 2.9935 2.6089

* Annual averages are sinpl e averages of the twel ve nonthly averages.
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CONSUMER PRICE INDEX (CPI-U) AND AVERAGE RETAIL PRICESFOR SELECTED PRODUCTS, U.S.CITY AVERAGE 1/

Month and All Food Dairy Products Fresh Whole Milk Cheese Butter Meat Poultry,
Fish and Eggs
Year Pct. Pct. Pct. Pct. Pct. Pct.
CP2Zt cngar | P2 | cngay | P2 | crgy | P2 | crga | P | g | P2 | chga
SEP 2004 186.7 33 181.6 6.6 185.3 10.4 182.9 6.6 194.3 314 | 1834 7.2
OCT 2004 187.9 34 182.1 6.0 183.4 7.9 183.4 6.0 194.5 205 | 1829 5.1
NOV 2004 188.2 3.2 180.9 5.7 183.0 6.8 183.9 6.9 190.4 326 | 1824 17
U.S. City Average Retail Prices
Month Whole Milk 4/ Butter 5/ Process Cheese 6/ Natural Cheese 7/ Ice Cream 8/
ont|
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
Dollars
SEPTEMBER 3.149 2.904 3.624 2.856 4.030 3.803 4.459 3.900 3.968 3.892
OCTOBER 3.161 2.905 3.668 2.882 4.032 3.714 4311 4.016 3.790 3.878
NOVEMBER 3.219 2.937 3.605 2.766 3.988 3.905 4.164 4.085 3.777 3.858

1/ "CPI Detailed Report," "Consumer Prices: Energy and Food," BLS, U.S. Department of Labor. According to BLS, average prices are best used to measure the pricelevel ina
particular month. To measure price change over time, the CPI ismore appropriate. 2/ The standard reference base period for theseindexesis 1982-1984 = 100. 3/ Percent change over
previousyear. 4/ Per gallon. 5/ Per pound. Grade AA, salted, stick butter. 6/ Per pound, any size and type of package. 7/ Per pound, cheddar cheesein any size and type of package
and variety (sharp, mild, smoked, etc.). 8/ Per 1/2 gallon, prepackaged regular.

COMMERCIAL DISAPPEARANCE: TOTAL MILK AND SELECTED DAIRY PRODUCTS—AUGUST-OCTOBER 2003-2004 AND ANNUAL 2003-2004 1/

Aug.-Oct. Percent Aug.-Oct. Percent Jan.-Oct. Percent Jan.-Oct. Percent
2003 change 2/ 2004 change 2/ 2003 change 2/ 2004 change 2/
Item Million Pounds
MILK
Production 41,384 -0.3 41,848 11 142,684 0.3 142,647 -0.4
Marketings 41,103 -0.3 41,584 1.2 141,755 0.3 141,772 -0.3
Beginning Commercial Stocks 3/ 13,113 29 11,947 -8.9 9,891 40.5 8,331 -15.8
Imports 3/ 1,209 -2.7 1,042 -13.8 4,089 -25 4,338 6.1
Total Supply 4/ 55,425 0.4 54,573 -15 155,735 20 154,441 -11
Ending Commercial Stocks 3/ 9,787 -1.7 8,989 -8.2 9,787 -1.7 8,989 -8.2
Net Removals 3/ 142 54.3 13 -90.8 1,173 374.9 -61 -105.2
Commercial Disappearance 4/ 45,496 0.7 45,571 0.2 144,775 17 145,513 0.2
SELECTED PRODUCTS5/
Butter 355.2 -4.3 375.8 5.8 1,033.1 -1.0 1,046.1 0.9
American Cheese 978.7 -09 1,003.3 25 3,089.7 -0.2 3,127.1 0.9
Other Cheese 1,380.8 1.2 1,390.8 0.7 4,396.8 21 4,525.6 2.6
Nonfat Dry Milk 251.3 -10.4 3154 255 752.3 8.4 1,092.3 44.8
Fluid Milk Products 6/ 13,916.5 -1.2 13,676.2 -1.7 45,695.5 -0.3 45,092.2 -1.6

1/ Commercial disappearanceincludescivilian and military purchases of milk and dairy productsfor domestic and foreign use, but excludesfarm household use and USDA donations
of dairy products. Disappearanceisaresidual figure and therefore can be affected by any inaccuraciesin estimating milk production, on-farm use, stocks, and imports. 2/ Fromyear
earlier on adaily average basis. 3/ Milk-equivalent, milkfat basis. 4/ Totals may not add because of rounding. 5/ Commercial disappearancein product pounds. 6/ Sales. Estimate
based on actual salesin Federal milk order marketing areas and California. These sales figures have not been adjusted for calendar composition. SOURCE: Economic Research
Service, USDA. Fluid milk products - Agricultural Marketing Service, USDA.
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U.S. EXPORTS OF DAIRY PRODUCTS

2002 2003 Jan.-Sep. 2004 2002 2003 Jan.-Sep. 2004
. % change % change
Commodity Quantity Quantity | from prev. Value Value from prev.
year 4/ year 4/
Metric Tons Percent $ Million Percent

Milk Powder

Non-Fat Dry Milk 74,375 113,333 147,784 +83 1151 180.2 278.4 +118

Dry Whole Milk & Cream 37,826 25,352 32,041 +56 44.8 338 54.8 +100

Total Milk Powder 112,201 138,685 179,825 +77 159.9 2140 333.2 +115
Condensed & Evap. Milk 11,823 16,707 27,541 +129 11.8 17.8 26.8 +97
Fluid Milk & Cream 1/ 22970 29,738 19,662 +1 20.4 26.2 16.6 -2
Yogurt & Other Ferm. Milk 2/ 1,971 2,022 2,807 +79 12.3 9.3 6.6 -6
Butter & Milkfat 3,866 11,626 7,373 +10 5.8 174 121 +26
Ice Cream 36,855 29,201 20,163 -18 74.0 56.3 41.2 -10
Cheese & Curd

Cheese, All Kinds 23,882 16,472 17,239 +46 69.3 518 55.8 +55

Cheesg, Inc. Mixt. 12,220 14,507 11,326 +14 37.1 434 39.9 +37

Cheese Processed 9,896 9,030 6,076 -5 311 271 20.5 +8

Other 7911 12,092 8,439 -8 22.9 29.8 23.8 +10

Total Cheese 53,909 52,101 43,080 +15 160.4 152.1 140.0 +32
Casein 2,419 2,873 2,457 +27 101 13.2 12.3 +38
Whey

Whey Protein Conc. 22,951 20,976 21,571 +40 40.6 38.0 30.1 +3

Dried Whey 150,676 138,984 111,590 +6 84.2 804 63.3 +2

Other 3/ - - 134 15.6 16.4 +46

Total Whey 3/ - - 138.2 1340 109.8 +7
Other Dairy Products

Lactose 118,224 142,660 109,862 +3 69.6 82.9 74.0 +22

Infant Formula 26,981 26,588 21,710 +6 87.8 829 68.5 -2

Food Preps. 50,198 56,259 52,857 +41 84.0 84.6 34.7 +11

Other 3/ - - 111.2 106.9 127.3 +25

Total Other Dairy Prods. 3/ --- --- 3525 3573 304.5 +16
TOTAL 3/ --- --- $945.5 $997.4 $1,003.0 +38

1/ Quantity is shown in kiloliters. 2/ Quantity is shown in mixed units. 3/ Quantity not shown as data are reported in mixed units.
4/ Change in quantity/value for Jan.-Sep. 2004 from quantity/value for Jan.-Sep. 2003.

SOURCE: "Dairy: World Markets and Trade", FD 2-04, December 2004, U.S. Department of Agriculture, Foreign Agricultural
Service, Washington, DC. For further information, contact Paul Kiend! at (202) 720-8870.
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WORLD DAIRY SITUATION AND OUTLOOK

Summary - The world market for dairy products in 2004 was particularly notable for the rapid and extended increase in
international prices of major dairy commodities. Thiswasin large part dueto the growth in global demand for dairy products
exceeding available exportable supplies and the rapid declinein the U.S. dollar. Theweak U.S. dollar not only added further
impetus to rising prices but also cut export revenuesin some of the key dairy exporting nations. For the United States, these
high prices have been significant in terms of exports of nonfat dry milk (NDM). Sinceinternational pricesof NDM surpassed
the CCC support price, the flow of commercial unsubsidized exports has grown significantly.

For 2005, dairy prices are likely to remain firm as milk output during the ongoing season in Oceania is forecast to grow
modestly and reportedly, the majority of exportable supplies are committed. In the European Union—-25 (EU-25), milk
production in 2004 declined by nearly 1 percent. Asaresult, internal pricesfor principal dairy products are relatively strong
and stocksfor such productsas NDM arelow. Although milk output in 2005 is expected to recover, production levelswill be
similar to 2003 and thus unlikely to affect export markets significantly. In the United States, milk production is forecast to
expand by approximately 1.8 percent, with the bulk of the milk flowing into cheese production. Nevertheless, high world
prices will ensure that the majority of NDM exported will probably be non-subsidized.

Dairy Production - In Oceania, timely rainfall in Australiaimproved production prospects and milk output in 2004/05 (June-
May) isforecast to increase marginally by around 1.0 percent to 10.5 million tons — still 9.5 percent below the pre-drought
level reached in 2002. Significantly, the herd sizeis nearly 14 percent below 2002. The ability of Australian dairy farmersto
expand remains constrained since many farmersare still recovering from the drought and investment capital remainstight. In
addition, since dairy commoditiesin theinternational marketplace are primarily traded in U.S. dollars, therel ative strength of
the Australian dollar versusthe U.S. dollar has offset the global price gainsand reduced export returns. In New Zealand, milk
production for 2004/05 (July-June) isslated to moderate from the 4.5 percent increase posted in 2004 and grow by 2.5 percent
to 15.4 million tons. Cold spring weather and extensive flood damagein the North Island during the past year have been cited
asfactorsreducing milk flows. The strengthening of the New Zealand dollar relative to the U.S. dollar over the prior year has
negatively affected export returns. In the EU-25, cow milk production (deliveries) in 2004 is projected to decline by 0.6
percent to 131.1 million tons despite anearly 2 percent increasein milk output within the Central European countries (CEEC-
10). However, since the CEEC-10 accounts for less than 12 percent of EU-25 total milk production this upward swing had
littleimpact. It appearsthat EU-15 dairy farmers over-adjusted productionin order to avoid exceeding quotalevelsand facing
levies. Consequently, milk output dropped by nearly 1 percent. One effect of this cut was particularly evident in the EU-15
production of NDM that fell by nearly 13 percent. For 2005, EU-25 milk production is forecast to recover by 1 percent but
NDM production is anticipated to grow by only 3.6 percent; well below the level attained in 2003.

Dairy Trade - Exports of cheese in selected countries is forecast to increase moderately by less than 1 percent in 2005
following several years of relatively strong growth ranging from 5 to 6 percent annually. This reflects the slowdown in milk
production in Oceania while in the EU-25 a large proportion of the production increases are being absorbed by the rapid
growth in domestic cheese consumption. With theintegration of CEEC-10, it islikely that with rising incomes, the per capita
consumption of cheese will increase and account for a share of the increases in milk production. Cheese importsin selected
countries are also expected to only grow marginally with Japan expected to take the lead as the single largest market for
imported cheese. Traditionally, the primary import market for cheese has been the United States. However, for 2005 U.S.
imports of cheese are expected to remain stagnant at 215,000 tons while Japan is forecast to increase imports by some 2
percent to 220,000 tons. Russian imports of cheese are set to decline dightly but at aforecast level of 185,000 tonswill remain
akey market for EU-25 cheese.

Butter exports in selected countries are expected to expand 2.1 percent in 2005 with most of the increase occurring in the
Ukraine and the EU-25 countries. Although Indiais not a significant exporter of butter, India’ s exportsin 2005 arelikely to
jump to some 10,000 tons largely due to a sharp rise in domestic butter production. For 2005, butter production in Indiais
anticipated to grow by nearly 10 percent. In contrast, butter exports from Oceania have been steadily declining since 2000
largely due to the increasing emphasis on promoting whole milk powder (WMP) and cheese in the fast expanding Asian
markets. On theimport side of butter trade, there are no significant devel opments. Given current world butter prices, Russian
import demand for 2005 is currently forecast to remain stable at 170,000 tons.

Continued on page 12
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Nonfat dry milk (NDM) exports for selected countries are projected to rise by around 5 percent in 2004, but largely at the
expense of asharp 37 percent drawdown in ending stocks. Thisdrop isparticularly evident in the EU-25 asintervention stocks
of NDM are expected to fall dramatically from 225,000 tonsin 2003 to 10,000 tonsin 2005. There are two principal reasons
for this, @) NDM exports for the EU-25 in 2004 were up nearly 5 percent to 352,000 tons despite fairly steep reductionsin
export restitution levels, and b) asharp cut in production reduced available exportable supplies.. U.S. exports of milk powder
for the January-September 2004 period are running at 179,825 tons— up an impressive 77 percent over year-ago comparable
period. NDM exports for 2004 are projected to reach 200,000 tons but then are expected to decline by 25 percent in 2005.
However, given the high level of global NDM prices, it is likely that a substantial portion of the powder will be exported
without any export subsidies. Oceania exports of NDM are set to remain stagnant for 2005, as the focus is to use
manufacturing milk for processing into high export earning products such as cheese and whole milk powder. For 2004,
Oceania exports of NDM are projected to decline marginally by some 4 percent and forecast to drop dightly in 2005 to
481,000 tons. Import demand for NDM remains robust led by strong economic growth in the Asian region and increased oil
revenuesin North African and Middle-Eastern countries. In Asia, imports of NDM among the sel ected countries are expected
to grow by almost 9 percent in 2004 with virtually all the nations registering gains. These increases are expected to be more
subdued in 2005 as higher global pricesarelikely to temper consumer demand. In North America, Mexico, themost prominent
global import market for NDM at around 170,000 tons, is not expected to expand significantly. Nevertheless, assuming
international prices of NDM hold at current levels, it will represent a key market for exports of U.S. NDM.

Exports of whole milk powder (WMP) by selected exporters continuesits fast-paced growth with trade projected to grow by
12 percent in 2004. In 2005, high global pricesarelikely to dampen demand, and exports are forecast to post amore modest 4
percent gain. During the past five years, New Zealand has become the pre-eminent exporter of WM P withits share of thetotal
for the selected countries growing from 30 percent in 2000 to approximately 42 percent in 2004. In contrast, the EU-25 share
over the comparable period has been gradually eroded from 44 percent to 33 percent. The World Trade Organization (WTO)
limitations governing export subsidies have been largely responsible for restricting EU-25 WMP sales. Thistrend in market
shares is likely to continue given that New Zealand is planning to invest NZ$200 million in additional drying capacity. In
Argentina, WMP production rebounded by 11 percent in 2004 and exports are subsequently projected to expand by 25 percent
to reach 125,000 tons. The combination of adrop in milk production costs after the 2002 deval uation of the currency and high
export returns are likely to spur added milk and WMP production. The forecast for 2005, calls for a7 percent expansionin
milk output and an 18 percent boost in WMP production. Exports of WMP are anticipated to jump by 28 percent to reach
160,000 tonswith Algeria, Venezuela, Mexico cited as major destinations. The demand for WMPin selected Asian countries
is projected to grow by 11 percent in 2004 sustained by the rapid pace of economic growth particularly in countries such as
China. In 2004, imports of WMP by China grew by 24 percent and are forecast to expand by 28 percent in 2005 to reach
145,000 tons. At this pace, China could eclipse Algeria as the single largest market of WMP by 2006. In South America,
Brazilian imports of WMP continued the declining trend largely due to gainsin milk production and rising self-sufficiency.

World Dairy Prices- Pricesfor dairy commaodities during 2004 continued to climb as strong economic growth fueled import
demand and available exportabl e supplies remained tight. In addition, the prolonged slidein the value of thedollar hasbeena
critical factor in putting upward pressure on EU export prices. These exchange rate movements have also reduced export
returnsto major dairy producerstempering any expansionist plans keeping suppliestight. For thefirst half of 2005, itislikely
that dairy product priceswill maintaintheir current strength. From asupply perspective, the available exportable volumesfrom
Oceania are likely to remain limited. In fact, trade reports indicate that a significant portion of exportable products have
aready been committed. In principle, the next boost in the supply of global dairy commodities will be in the early spring of
2005, when EU25 production starts ramping-up. However, EU quotaswill restrict any sharp increasesin the milk supply and
the WTO disciplines limit subsidized exports of dairy products.

The demand side of the equation will be acritical element in determining the path of global dairy prices. It appearsthat dairy
markets are well balanced and any further price increases will be undercut by a drop in demand. In fact, historically,
international dairy prices have been cyclical asthe 20-year price charts demonstrate. Therefore, while it appears that prices
should be stable in the first half of 2005, it would not be surprising if there is a moderate correction in the second half.

SOURCE: “Dairy: World Markets and Trade’, Circular Series, FD 2-04, December 2004, Foreign Agricultural Service,
USDA. For more information contact Paul Kiendl at (202) 720-8870. This summary has been condensed by the Market
Information Branch, Dairy Programs, AMS.
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NOVEMBER FLUID MILK SALES

During November, about 4.7 billion pounds of packaged fluid milk productsis estimated to have been sold in the United States. Thiswas 3.9 percent
higher than November 2003. After adjusting for calendar composition, sales in November 2004 were 0.3 percent higher than November 2003. On
an individua product basis, after adjusting for calendar composition, sales of low fat (1%) milk, fat-free (skim) milk, and flavored fat-reduced milk
increased from November 2003, while sales of whole milk, flavored whole milk, reduced fat (2%) milk, and buttermilk decreased from ayear earlier.

Editor’sNote: Additional data can be found at http://www.ams.usda.gov/dyfmos/mib/in-ar easales.htm

ESTIMATED TOTAL U.S. SALESOF FLUID MILK PRODUCTS,
NOVEMBER 2004, WITH COMPARISONS I/

Sales Change from: 2/
Product Name November Y ear to Date Previous Year Y ear to Date
Mil. Lbs. Percent
Whole Milk 1,484 16,199 05 -2.9
Flavored Whole Milk 69 784 -20.5 -17.0
Reduced Fat Milk (2%) 1,474 15,991 3.3 -0.2
Low Fat Milk (1%) 534 5,687 8.2 -04
Fat-Free Milk (Skim) 659 7,141 4.7 -0.8
Flavored Fat-Reduced Milk 345 3,253 24.8 10.3
Buttermilk 50 493 -0.8 -3.9
Total Fluid Milk Products 3/ 4,678 49,770 39 -0.9
Total Fluid Milk Products Adjusted 3/ 4/ 4,615 49,599 0.3 -1.3

1/ These figures are representative of the consumption of fluid milk products in Federal milk order marketing areas and California, which accounts
for approximately 92 percent of total fluid milk salesin the United States. An estimate of total U.S. fluid milk salesis derived by interpolating the
remaining 8 percent of sales from the Federal milk order and Cadlifornia data. 2/ Percent changes, as well as sales volumes, unless otherwise noted,
are shown on an unadjusted basis; see 4/. 3/ Total fluid milk products include the products listed plus miscellaneous products and eggnog. 4/ Sales
volumes and percent changes have been adjusted for calendar composition; see http://www.ams.usda.gov/dyfmos/mib/cindr_comp_rpt.pdf

PACKAGED SALESOF TOTAL FLUID MILK PRODUCTSIN FEDERAL MILK ORDERS
AND CALIFORNIA, NOVEMBER 2004, WITH COMPARISONS 1/

Sales Change from: 2/
Area (Order Number) November Year to Date Previous Year Year to Date
Mil. Lbs. Percent
Northeast (001) 812 8,711 2.7 -0.5
Appalachian (005) 295 3,184 11.1 1.0
Southeast (007) 413 4,370 5.7 -0.6
Florida (006) 252 2,680 6.2 17
Mideast (033) 545 5,731 4.4 -0.6
Upper Midwest (030) 380 3,958 3.9 -0.7
Central (032) 404 4,241 4.8 -0.3
Southwest (126) 365 3,855 7.4 0.6
Arizona-Las Vegas (131) 3/ 110 1,183 8.8 12
Pacific Northwest (124) 190 1,969 5.6 -0.3
California (---) 537 5,816 2.1 -2.0

1/ These figures are representative of the consumption of total fluid milk products in the respective area; see 3/ above for the productsincluded. 2/
Percent changes, as well as sales volumes, are shown on an unadjusted basis; see 4/ above.

3/ The in-area sales data for this order does not include al the sales in the marketing area due to the reporting exemption of fluid milk processors
located in Clark County, Nevada.

SOURCE: Monthly reports filed by milk processors subject to the provisions of the applicable Federal milk order, AMS, USDA, and California Dairy Information
Bulletin, California Agricultural Statistics Service and Milk Stabilization Branch.
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JANUARY MILK SUPPLY AND DEMAND ESTIMATES*

Projected milk production for 2004/05 is lowered fractionally from last month. Prices of dairy products are expected to be firmer in
2004/05 than forecast last month. Supplies of milk remain tight, with commercia fat-basis stocks and skim-basis CCC removal s reduced
fromlast month. Cheese pricesare not expected to decline asrapidly fromtheir recent highs and, coupled with stronger than expected dry
whey prices, the Class |11 price forecast for 2004/05 israised. Although butter prices are expected to moderate from their recent highs,
nonfat dry milk prices are projected to remain relatively high through thefirst half of 2005 because of strong export demand. Asaresult,
Class |V prices are forecast higher. CCC nonfat milk removals are reduced. The all milk price is raised to $14.45-$14.95 per cwt. for
2004/05.

Item 2002/03 2003/04 Estimated 1/ 2004/05 Projected 1/
v December |  January December |  January
SUPPLY BILLION POUNDS
BEGINNING COMMERCIAL STOCKS 2/ 11.2 11.0 11.0 9.9 9.9
PRODUCTION 170.4 170.1 170.1 173.6 1735
FARM USE 11 11 11 1.0 1.0
MARKETINGS 169.3 169.1 169.1 172.6 1725
IMPORTS 2/ 5.0 54 5.4 51 51
TOTAL COMMERCIAL SUPPLY 2/ 1855 185.5 1855 187.7 1875
USE
COMMERCIAL USE 2/ 3/ 173.3 175.6 175.6 178.3 178.3
ENDING COMMERCIAL STOCKS 2/ 11.0 9.9 9.9 9.3 9.2
CCC NET REMOVALS:
MILKFAT BASIS 4/ 1.2 -0.1 -0.1 0.1 0.0
SKIM SOLIDS BASIS 4/ 8.8 2.0 2.0 2.8 0.9
DOLLARSPER CWT.
MILK PRICES 5/
CLASSIII &/ 10.63 14.94 14.94 12.90-13.60 13.20-13.70
CLASSIV 6/ 10.05 12.48 12.48 12.00-12.90 12.15-12.85
ALL MILK 7/ 11.91 15.63 15.63 14.15-14.85 14.45-14.95

MILLION POUNDS
CCC PRODUCT NET REMOVALS 4/

BUTTER 29 -7 -7 0 0
CHEESE 47 7 7 0 0
NONFAT DRY MILK 719 168 168 240 80
DRY WHOLE MILK 0 0 0 0 0

QUARTERLY 8/ ANNUAL 8/
20041V | 20051 | 2005 2004 | 2005
BILLION POUNDS
MILK PRODUCTION 42.3 435 44.9 170.9 174.1
DOLLARSPER CWT.

ALL MILK PRICE 5/ 7/ 16.03 15.10-1550  13.35-14.05 16.04 14.00-14.80

CLASSIII PRICES/ 6/ 15.07 1315-1355  12.30-13.00 15.39 12.60-13.40

CLASSIV PRICE 5/ 6/ 13.19 12.25-12.75  11.70-12.50 13.20 11.85-12.85

NOTE: Totalsmay not add dueto rounding. 1/ Marketing year beginning October 1. 2/ Milk equivalent, milkfat basis. 3/ Includescommercial exports.
4/ Includes products exported under Dairy Export Incentive Program. 5/ Projectionsindicate arange of the average for the quarter or year. 6/ Federal
milk order minimum prices. 7/ Milk of averagefat test. Does not reflect any deductions from producers as authorized by legislation. 8/ Calendar year
basis projection.

* TheWorld Agricultural Supply and Demand Estimates were approved by the Interagency Commodity Estimates Committee. The membersfor Dairy
are: Shayle Shagam, Chairperson, WAOB; John Mengel, AMS; Paul Kiendl, FAS; James Miller, ERS; and Milton Madison, FSA.

SOURCE: "World Agricultural Supply and Demand Estimates," WASDE-418, World Agricultural Outlook Board, USDA, January 12, 2005.
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MAILBOX MILK PRICESFOR SELECTED REPORTING AREASIN FEDERAL MILK ORDERS
AND CALIFORNIA, OCTOBER 2004

In October 2004, mailbox milk pricesfor selected reporting areasin Federal milk ordersaveraged $15.58 per cwt., $.21 more than thefigure
for the previous month. The component tests of producer milk in October 2004 were: butterfat, 3.73%; protein, 3.11%; and other solids,
5.68%. On an individual reporting area basis, mailbox pricesincreased in all reporting areas except for two, and ranged from $18.13 in
Floridato $13.41 in New Mexico. In October 2003, the Federal milk order all-area average mailbox price was $14.96, $.62 lower.

Mailbox Milk Price 2/
Reporting Area October September October
2003 2004 2004
Dollars per hundredweight

Northeast Federal Milk Order 15.23 15.74 16.20
Appaachian States 3/ 15.22 15.71 15.96
Southeast States 4/ 15.97 16.46 16.57
Southern Missouri 5/ 14.71 15.15 15.50
Florida 17.73 17.56 18.13
Ohio 15.05 15.35 15.68
Indiana 15.55 15.79
Michigan 14.60 15.10 15.37
Wisconsin 15.57 15.86 16.00
Minnesota 15.59 15.57 15.58
lowa 15.31 15.47 15.71
Illinois 15.35 15.68 15.95
Corn Belt States 6/ 13.75 14.36 14.42
Western Texas 7/ 14.36 14.63 14.42
New Mexico 13.39 13.65 1341
Northwest States 8/ 13.03 14.36 14.56
All Federal Order Areas 9/ 14.96 15.37 15.58
Cdifornia 10/ 13.46 14.37 NA

1 Information is shown for those areas for which prices are reported for at least 75% of the milk marketed under Federal milk orders. The price shownis
the weighted average of the pricesreported for al ordersthat received milk fromthe area. Asapplicable, includes milk not-pooled dueto disadvantageous
intra-order pricerelationships. 2/ Net pay pricereceived by dairy farmersfor milk. Includesall paymentsreceived for milk sold and all costs associated
with marketing the milk. Priceisaweighted average for the reporting areaand is reported at the average butterfat test. Mailbox price does not include
any Milk Income Loss Contract (MILC) payments. Mailbox price doesinclude, for the most part, the $0.05 per cwt. assessment under the Cooperatives
Working Together (CWT) program. 3/ Includes Kentucky, North Carolina, South Carolina, Tennessee, and Virginia. 4/ Includes Alabama, Arkansas,
Georgia, Louisiana, and Mississippi. 5/ The counties of Vernon, Cedar, Polk, Dallas, Laclede, Texas, Dent, Crawford, Washington, St. Francois, and
Perry and all those to the south of these. 6/ Includes Kansas, Nebraskaand the Missouri countiesto the north of thoselistedin5/. 7/ All countiesto the
west of Fanin, Hunt, VVan Zandt, Henderson, Anderson, Houston, Cherokee, Nacogdoches, and Shelby. 8/ Includes Oregon and Washington. 9/ Weighted
average of theinformation for all selected reporting areasin Federal milk orders. Figurefor the previousyear has been revised to exclude pricesfor Idaho
and Utah which no longer are being reported. 10/ Calculated by California Department of Food and Agriculture, and published in “California Dairy
Information Bulletin.”
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CCC PURCHASES OF DAIRY PRODUCTS (POUNDS)

FOR THE WEEK OF JANUARY 10 — 14, 2005 CUMULATIVE TOTALS UNCOMMITTED INVENTORIES
TOTAL CONTRACT ADJUSTED SINCE SAME PERIOD WEEK ENDING SAME PERIOD
PURCHASES ADJUSTMENTS PURCHASES 10/01/04 LAST YEAR 01/07/05 LAST YEAR
BUTTER
Bulk -0- -0- -0- -0- -0- -0- -0-
Packaged -0- -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- -0- -0-
CHEESE
Block -0- -0- -0- -0- -0- -0- -0-
Barrel -0- -0- -0- -0- -0- -0- -0-
Process -0- -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- -0- -0-
NONFAT DRY MILK
Nonfortified -0- -0- -0- 31,817,269 160,049,199 -0- 861,234,000
Fortified -0- -0- -0- -0- -119,048 -0- 46,391,000
TOTAL -0- -0- -0- 31,817,269 159,930,151 -0- 907,625,000
MILK EQUIVALENT, FAT SOLIDS BASIS, OF ADJUSTED PURCHASES (MILLION POUNDS)
MILKFAT*  SKIM** MILKFAT* = SKIM**
BASIS SOLIDS BASIS SOLIDS
WEEK OF JANUARY 10 - 14, 2005 = 0.0 0.0 COMPARABLE PERIOD IN 2004 = 6.1 320.3
CUMULATIVE SINCE OCTOBER 1, 2004 = 7.0 370.4 CUMULATIVE SAME PERIOD LAST YEAR = 35.2 1,861.6
CUMULATIVE JANUARY 1 - 14, 2005 = 0.0 0.0 COMPARABLE CALENDAR YEAR 2004 = 9.7 512.3
* Factors used for Fat Solids Basis - Butter times 21.80; Cheese times 9.23; and Nonfat Dry Milk times 0.22
**Factors used for Skim Solids Basis - Butter times 0.12; Cheese times 9.90; and Nonfat Dry Milk times 11.64
CCC ADJUSTED PURCHASES FOR THE WEEK OF JANUARY 10 - 14, 2005 (POUNDS)
BUTTER CHEESE NONFAT DRY MILK
REGION BULK PACKAGED UNSALTED BLOCK BARREL PROCESS NONFORTIFIED FORTIFIED
CENTRAL -0- -0- -0- -0- -0- -0- -0- -0-
WEST -0- -0- -0- -0- -0- -0- -0- -0-
EAST -0- -0- -0- -0- -0- -0- -0- -0-

CCC ADJUSTED PURCHASES SINCE 10/1/04 AND SAME PERIOD LAST YEAR (POUNDS) AND MILK EQUIVALENT AS A PERCENT OF TOTAL

BUTTER CHEESE NONFAT DRY MILK MILK EQUIVALENT (%)
REGION 2004705 2003704 2004705 2003704 2004/05 2003/04 2004/05 2003704
CENTRAL -0- -0- -0- -0- 1,331,567 2,606,034 4.2 1.6
WEST -0- -0- -0- -0- 29,415,099 154,762,518 92.4 96.8
EAST -0- -0- -0- -0- 1,070,603 2,561,599 3.4 1.6
TOTAL -0- -0- -0- -0- 31,817,269 159,930,151 100.0 100.0

NDM SELLBACK TO THE TRADE The cumulative sellback total for 2005 is O pounds.
SUPPORT PURCHASE PRICES FOR DAIRY PRODUCTS PRODUCED ON OR AFTER NOVEMBER 15, 2002

MANUFACTURING MILK Average Test 3.67% - $9.90 per cwt.

BUTTER Bulk $1.0500 Eer pound; 1# Prints $1.0850
CHEESE 40 & 60# Blocks $1.1314 per pound; 500# Barrels $1.1014; Process American 5# $1.1889; Process Am. 2# $1.2289
NONFAT DRY MILK Nonfortified $.8000 per pound; Fortified $.8100; Instant $0.9625

U.S. Dairy & Total Cow Slaughter under Federal Inspection, by Regions, for Week Ending 12/25/04 & Comparable Week 2003
U.S. TOTAL % DAIRY OF ALL

Regions* (000 HEAD) 1 2 3 4 5 6 7 8 9 10 WEEK SINCE JAN 1 WEEK SINCE JAN 1

2004-Dairy 0.0 0.6 6.2 2.1 13.3 2.4 1.0 0.9 13.2 2.1 41.8 2,354.3 48.6 46.8

2003-Dairy 0.2 0.6 5.1 3.0 13.8 1.4 0.3 0.7 10.9 1.7 37.5 2,852.9 46.5 47.5

2004-All cows 0.1 0.6 7.7 8.9 27.7 8.3 11.0 2.8 14.8 4.2 86.0 5,032.0

2003-All cows 0.2 0.7 6.7 7.8 21.9 10.6 13.9 3.0 12.1 3.7 80.6 6,002.5

SOURCE The slaughter data are gathered and tabulated in a cooperative effort by the Agricultural Marketing Service, the
Food Safety and Inspection Service, and the National Agricultural Statistics Service, all of USDA.

CLASS 111 MILK PRICES, (3.5% BF)
YEAR JAN FEB MAR APR MAY JUN JUL AUG SEP OoCT NOV DEC
2001 9.99 10.27 11.42 12.06 13.83 15.02 15.46 15.55 15.90 14.60 11.31 11.80
2002 11.87 11.63 10.65 10.85 10.82 10.09 9.33 9.54 9.92 10.72 9.84 9.74
2003 9.78 9.66 9.11 9.41 9.71 9.75 11.78 13.80 14.30 14.39 13.47 11.87
FEDERAL MILK ORDER CLASS PRICES FOR 2004 (3.5% BF)
CLASS JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC  JAN 2005
1/ 11.85 11.59 11.94 13.64 19.65 21.13 17.95 14.62 13.94 14.78 14.29 14.43 16.65
1 11.67 12.90 14.79 15.21 15.03 14.31 14.00 13.13 13.66 13.57 14.09 13.98
11 11.61 11.89 14.49 19.66 20.58 17.68 14.85 14.04 14.72 14.16 14.89 16.14
v 10.97 12.21 14.10 14.57 14.50 13.72 13.31 12.46 13.00 12.81 13.34 13.42

1/ Specific order differentials to be added to this base price are located at www.ams.usda.gov/dyfmos/mib/cls_prod _cmp_pr.htm






